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value of the lot will be deducted from 
the maximum loan limit, and 

(ii) When an applicant is receiving a 
housing grant or other form of afford-
able housing assistance for purposes 
other than closing costs, the amount(s) 
of such grants and affordable housing 
assistance will be deducted from the 
maximum loan limit. 

(3) The maximum loan limit for self-
help housing will be calculated by add-
ing the total of the market value of the 
lot (including reasonable and typical 
costs of site development), the cost of 
construction, and the value of sweat 
equity. The total of these three factors 
cannot exceed the limit established in 
paragraph (a)(1) of this section. 

(b) Market value limitation. (1) The 
market value limitation is 100 percent 
of market value for existing housing 
and for new dwellings for which RHS 
will receive adequate documentation of 
construction quality and the source of 
such documentation is acceptable to 
RHS. 

(2) The market value limitation is 90 
percent of market value for new dwell-
ings for which adequate documentation 
of construction quality is not avail-
able. 

(3) The market value limitation can 
be increased by: 

(i) Up to one percent, if RHS makes a 
subsequent loan for closing costs only, 
in conjunction with the sale of an REO 
property or an assumption. 

(ii) The amount necessary to make a 
subsequent loan for repairs necessary 
to protect the Government’s interest, 
and reasonable closing costs. 

(iii) The amount necessary to refi-
nance an existing borrower’s RHS 
loans, plus closing costs associated 
with the new loan. 

[61 FR 59779, Nov. 22, 1996; 61 FR 65266, Dec. 
11, 1996, as amended at 67 FR 78330, Dec. 24, 
2002]

§ 3550.64 Down payment. 

Elderly families must use any net 
family assets in excess of $10,000 to-
wards a down payment on the property. 
Non-elderly families must use net fam-
ily assets in excess of $7,500 towards a 
down payment on the property. Appli-
cants may contribute assets in addi-
tion to the required down payment to 

further reduce the amount to be fi-
nanced.

§ 3550.65 [Reserved]

§ 3550.66 Interest rate. 
Loans will be written using the appli-

cable RHS interest rate in effect at 
loan approval or loan closing, which-
ever is lower. Information about cur-
rent interest rates is available in any 
Rural Development office. 

[67 FR 78330, Dec. 24, 2002]

§ 3550.67 Repayment period. 
Loans will be scheduled for repay-

ment over a period that does not ex-
ceed the expected useful life of the 
property as a dwelling. The loan repay-
ment period will not exceed: 

(a) Thirty-three years in all cases ex-
cept as noted in paragraphs (b), (c), and 
(d) of this section. 

(b) Thirty-eight years: 
(1) For initial loans, or subsequent 

loans made in conjunction with an as-
sumption, if the applicant’s adjusted 
income does not exceed 60 percent of 
the area adjusted median income and 
the longer term is necessary to show 
repayment ability. 

(2) For subsequent loans not made in 
conjunction with an assumption if the 
applicant’s initial loan was for a period 
of 38 years, the applicant’s adjusted in-
come at the time the subsequent loan 
is approved does not exceed 60 percent 
of area adjusted median income, and 
the longer terms is necessary to show 
repayment ability. 

(c) Ten years for loans not exceeding 
$2,500. 

(d) Thirty years for manufactured 
homes.

§ 3550.68 Payment subsidies. 
RHS administers two types of pay-

ment subsidies: payment assistance 
and interest credit. Payment subsidies 
are subject to recapture when the bor-
rower transfers title or ceases to oc-
cupy the property. 

(a) Eligibility for payment subsidy. (1) 
Applicants or borrowers who receive 
loans on program terms are eligible to 
receive payment subsidy if they per-
sonally occupy the property and have 
adjusted income at or below the appli-
cable moderate-income limit. 
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(2) Borrowers with loans approved be-
fore August 1, 1968, are not eligible for 
payment assistance, even if they as-
sumed the loan after that date. 

(3) Payment assistance may be grant-
ed for initial loans or subsequent loans 
made in conjunction with an assump-
tion only if the term of the loan is at 
least 25 years or more. 

(4) Payment assistance may be grant-
ed for subsequent loan not made in 
conjunction with an assumption if the 
initial loan was for a term of 25 years 
or more. 

(b) Determining type of payment sub-
sidy. A borrower currently receiving in-
terest credit will continue to receive it 
for the initial loan and for any subse-
quent loan for as long as the borrower 
is eligible for and remains on interest 
credit. A borrower who has never re-
ceived interest credit, or who has 
stopped receiving interest credit and at 
a later date again qualifies for a pay-
ment subsidy, will receive payment as-
sistance. 

(c) Calculation of payment assistance. 
The amount of payment assistance 
granted is the difference between the 
installment due on the promissory note 
and the greater of the payment amor-
tized at the equivalent interest rate or 
the payment calculated based on the 
required floor payment. In leveraging 
situations, the equivalent interest rate 
will be used. 

(1) The floor payment is a minimum 
percentage of adjusted income that the 
borrower must pay for PITI: 

(i) Very low-income borrowers must 
pay a minimum of 22 percent of ad-
justed income; 

(ii) Low-income borrowers with ad-
justed income below 65 percent of area 
adjusted median income must pay a 
minimum of 24 percent of adjusted in-
come; and 

(iii) Low-income borrowers with ad-
justed incomes between 65 and 80 per-
cent of area adjusted median income 
must pay a minimum of 26 percent of 
adjusted income. 

(2) The equivalent interest rate is de-
termined by a comparison of the bor-
rower’s adjusted income to the ad-
justed median income for the area in 
which the security property is located. 
The following chart is used to deter-
mine the equivalent interest rate paid 

by applicants eligible for payment as-
sistance.

PERCENTAGE OF MEDIAN INCOME AND THE 
EQUIVALENT INTEREST RATE 

When the applicants adjusted income is— 

Equal to or 
more than But less than 

Then the 
equiva-

lent inter-
est rate 

is 1 

00% 50.01% of adjusted median in-
come.

1 

50.01% 55% of adjusted median income .. 2 
55% 60% of adjusted median income .. 3 
60% 65% of adjusted median income .. 4 
65% 70% of adjusted median income .. 5 
70% 75% of adjusted median income .. 6 
75% 80.01% of adjusted median in-

come.
6.5 

80.01% 90% of adjusted median income .. 7.5 
90% 100% of adjusted median income 8.5 
100% 110% of adjusted median income 9 
110% or more than median income ........ 9.5 

1 Or note rate, whichever is less; in no case will the equiva-
lent interest rate be less than one percent. 

(d) Calculation of interest credit. The 
amount of interest credit granted is 
the difference between the sum of the 
annual installments due at the promis-
sory note interest rate and the greater 
of: 

(1) Twenty percent of the borrower’s 
adjusted income less the cost of real es-
tate taxes and insurance; or 

(2) The amount the borrower would 
pay if the loan were amortized at an in-
terest rate of one percent. 

(e) Annual review. The borrower’s in-
come will be reviewed annually to de-
termine whether the borrower is eligi-
ble for continued payment subsidy. The 
borrower must notify RHS whenever an 
adult member of the household changes 
or obtains employment, there is a 
change in household composition, or if 
income increases by at least 10 percent 
so that RHS can determine whether a 
review of the borrowers circumstances 
is required.

§ 3550.69 Deferred mortgage payments. 
For qualified borrowers, RHS may 

defer up to 25 percent of the monthly 
principal and interest payment at 1 
percent for up to 15 years. This assist-
ance may be granted only at initial 
loan closing and is reviewed annually. 
Deferred mortgage payments are sub-
ject to recapture when the borrower 
transfers title or ceases to occupy the 
property. 
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